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Abstract 
This research provides empirical evidence on the readiness of the banking industry of 
Srilanka towards shared ATM networks. Drawing from a contingency theory, the 
research posits that the credibility of shared ATM network depends on the IT, marketing 
departments planning and operational department's operational procedures of respective 
banks. Study also reveals that the credibility of shared ATM network and its formulation 
process, in turn, determine the effectiveness of the implementation of the shared ATM 
network in achieving the desired performance. The causal relationships amongst these 
variables were then analyzed by structural equation model using LISREL 8.80 program. 
The primary data for this study were collected through structured interviews with the 
mangers or higher positions of all 31 operating Srilankan banks. Study confirms the 
belief of the importance of an innovative culture in implementing strategic marketing 
planning and IT requirements of the shared ATM network. The study also identifies that 
all IT, marketing and operational departments play equally important roles in planning 
and implementing the shared ATM networks between two banks. Top management 
support will also be a significant factor in moving to shared ATM networks as they are 
the decision makers. 
These findings not only support the view that it is inappropriate to separate shared ATM 
planning from its implementation aspects, but also corroborate the importance of the fit 
between shared ATM network and the factors supports the shared ATM network operation. 
Finally, study reveals that, though resources and other factors are available within the 
Srilankan banks to share their ATM networks, lack of visionary leadership within the 
industry or within the country has delayed the emergence of shared ATM networks. 
iv 
Acknowledgments 
I would like to express my deepest thanks to my supervisor, Mr Raj Prasanna, for his 
unfailing encouragement, support, and advice throughout this study. Mr Raj Prasanna 
has helped me to shape this dissertation from scratch into something tangible and 
meaningful. His knowledge of the related literature, strong managerial perspective, and 
willingness to exchange and shape ideas were crucial in the overall development of this 
study. His sincere dedication, encouragement, and generosity were remarkable. In the 
course of my professional development, Mr Raj Prasanna has been a true friend and 
mentor. I owe him my deepest thanks and appreciation for all that I have accomplished. 
I also express my thanks to the people who support me on this study by filling the 
questionnaire and giving me valuable ideas to improve my research to this extent. 




List of Tables 4 
List of Figures 5 
1.0 Introduction 6 
1.1 The Role of shared ATM networks in banks 6 
1.2 Statement of the Research Problem 7 
1.3 Research Objectives 8 
1.4 Study Overview 8 
1.5 Significance of the study 9 
1.6 Technical requirements for a shared ATM network 11 
1.7 Organization 11 
2.0 Literature Review 12 
2.1 General Introduction to ATMs 12 
2.2 The Contingency Theory in Management 15 
2.3 ATM Network sharing 16 
2.4 ATM Fees 17 
2.4.1 Interchange Fees 18 
2.4.2 Foreign Fees 18 
2.4.3 Surcharges 19 
2.4 Banks profit function under ATM Network sharing 19 
2.5 Customers 20 
2.6 Summary of literature 23 
3.0 Conceptual Model and Hypotheses 24 
3.1 Introduction 24 
3.2 General Framework of the Study 24 
3.3 General Frame work of the study 25 
3.3.1 IT department 25 
3.3.2 Credibility of shared ATM network 25 
3.3.3 Marketing department 25 
3.3.4 Operations Department 26 
3.3.5 Performance 26 
3.4 Research Hypotheses 26 
3.4.1 IT Department 26 
3.4.2 Marketing Department 27 
3.4.3 Operations Department 30 
3.5 Organization Performance 32 
3.6 The Research Model 33 
3.7 Summary of Research Model 33 
4.0 Research Methodology 34 
4.1 The Unit of analysis 34 
4.2 Questionnaire Design 34 
4.2.1 The wording principles of the questions 34 
4.2.2 The principle of measurement 35 
4.2.3 General appearance of the questionnaire 35 
4.3 The Method of the Data Collection 35 
4.4 Measurement of Variables 36 
4.4.1 Technological Change 36 
4.4.2 Innovative Culture of IT department 37 
4.4.3 Resource availability of IT department 37 
4.4.4 Innovative Culture of marketing department 37 
4.4.5 Top Management Support to marketing strategies 38 
4.4.6 Analytical Competence of marketing department 38 
4.4.7 Involvement of marketing manager 38 
4.4.8 Commitment of operations staff. 39 
4.4.9 Evaluation and Control of shared ATM network 39 
4.4.10 Operations flexibility 40 
4.4.11 Credibility of shared ATM network 40 
4.4.12 Organization's Performance 41 
4.5 Central bank requirements 41 
4.6 Network equilibrium of shared ATM networks 41 
4.7 Summary of research methodology 42 
5.0 Data Analysis and Testing Hypotheses 43 
5 . 1 . Overview of the Strategy Analyses 43 
5.2 Analyses of Measurement Model 45 
5.3 Assessments of Parameter Estimates 45 
5.4 Reliability and Validity of the Constructs 52 
5.5 Analyses of Structural Equation Model 58 
5.6 Development of the Composite Scales 58 
5.7 The Assessment of the Goodness of Fit of the Initial Structural Equation Model. 65 
5.7.1 Final Structural Model 67 
5.8 Evaluation of Hypotheses 67 
5.8.1 IT Department 70 
5.8.2 Marketing Department 70 
5.8.3 Shared ATM Network 71 
5.8.4 Operations Department 71 
5.9 Central bank requirements for ATM network sharing 72 
5.10 Network Equilibrium of shared ATM Network 74 
5.11 Conclusion of Data analysis 75 
6.0 Discussion and Conclusion 77 
6.1 Introduction 77 
6.2 Discussion 77 
6.2.1 Hypotheses related to the IT department 77 
6.2.2 Hypotheses related to the Marketing Department 78 
6.2.3 Hypothesis Related to the Credibility of shared ATM network 79 
6.2.4 Hypotheses Related to the Process of operations department 80 
6.3 Central bank requirements 80 
6.4 Network equilibrium of shared ATM network 81 
6.4 Network equilibrium of shared ATM network 81 
6.5 Practical example - Sampath Bank/ BOC shared ATM network 81 
6.5.1 Advantages of LEAP 82 
6.5.2 Nature of issues in the LEAP 82 
6.5.3 Technical issues 82 
6.5.4 Operational Issues 83 
6.5.5 Reconciliation issues 83 
V 6.5.6 Other operational issues 83 
6.5.7 Summary of LEAP 84 
6.6 Managerial Implications 85 
6.7 Practical recommendations for a shared ATM network in Srilanka 86 
6.8 Limitations of the Study and Guidelines for Future Research 86 
6.9 Conclusion 87 
7.0 References 89 
Appendix 91 
Appendix A Research Questionnaire 91 
Appendix B Srilankan Banks 94 
Appendix C List of acronyms 95 
Appendix D Correlation matrices of the measurement model 96 
Appendix E Structural model correlation matrices 99 
3 
4 
List of Tables 
Table 1 Fee Structure in a shared ATM network 19 
Table 2 Name and Number Variables and Their Underlying Constructs 
Excluded and Used in the Study 48 
Table 3 The Factor Loadings, t values, and Errors of the Measurement 
V Parameters 51 
Table 4 Reliabilities of the Final Measurement Model 54 
Table 5 Average Variance Extracted and Square of Correlations between 
Constructs 57 
Table 6 Parameter Estimates and Factor Score Regressions of the Observed 
Variables and the Maximized Reliabilities and Parameter Estimates of the 
Composite Variables 63 
Table 7 Validity and Significant Level of the Causal Relationship for the 
Initial Model 66 
Table 8 Summary of Hypotheses Testing 69 
Table 9 Central bank requirements 73 
Table 10 Licensed banks in Sri Lanka 94 
Table 11 List of Acronyms 95 
4 
List of Figures 
Figure 1 Typical cash withdrawal from an ATM across a shared regional 
ATM network 13 
Figure 2 Generic model 25 
Figure 3 Research model 33 
Figure 4 Composite Reliability Variation 55 
Figure 5 Variation of factor loadings 64 
Figure 6 Variation of error variances 64 
Figure 7 Final Structural Model (Construct Relationships and t values 
only) 67 
